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LAST RESPONSE RECEIVED: Januffy'15, 2013
DATE ACTIVATED: January 16,2013 =
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ELECTION CYCLE: 2008 , o
EARLIEST SOL: August 16, 2013" ~
LATEST SOL: November 15, 2013

SOURCE: | Internally Generated.

RESPONDENTS: Democratic Exetlitive Committee of Elorida. and
Judy Mount in her official capacity:as treasurer’

‘RELEVANT STATUTES: 2US.C. § 434(b)

2 US:C. § 441a(a)
2U.S.C. §441a(d)
2U.S.C. § 441a(f)

INTERNAL REPORTS CHECKED: Audit Do¢uments
Disclosure Reports

FEDERAL AGENCIES CHECKED: None
| INTRODUCTION

The Audit Division (“Audit”) referred this matfer.to the: Office of the General Counsel
(“OGC™) following an audit of the activity of the Democratic Executive: Committee. of Florida
and Judy Mount in her officidt capacity as treasurer (the “Committee™).covering the period from
January 1, 2007, through December 31, 2008. See 2 U.8.C. § 438(h). The Final AuditReport
(“FAR”™), approved by the Commission: on September 17, 2012, contained three referable.

findings: that the-Committee (1) exceeded its coordinated party expenditure limitation by

1 The statute of limitations had already expired:on $2,341.49 in activity before.this matter was reférred to the
Office of the General Counsel.

* On Eebruary 11, 2013, the Democratic Executive- Committee of Florida filed an.amegded:Statement af
Organization naming Judy Mount as its new. treasurer-in place of.Alma Gonzalez: Statément of Organization
(Feb: 11,2013).
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$22,400; (2) failed to itemize coordinated party expenditurés of $194,957; and (3) failed to
properly disclose disbursements totaling $9,554,713. Pursuant to a single event threshold, Audit

also has referred an additional issue that-was not inicluded in the FAR: that;the Committee

appears to have accepted an.excessive contribution 6f:$10,000. On the basis of the FAR and

Audit’s Referral, we. recommend that the Commission open a Matter Under Review, find reason
to believe that the Committee violated 2 U.S.C. §§ 434(b), 441a(a) and 441a(f); and enter into
pi'e-pi‘qbab]e cause conciliation,
II. FACTUAL AND LEGAL ANALYSIS

A. . Background

The Committeé is a state patty committee that régistered with the-Commission on
April 19, 1972. Pursuant to 2 U.S.C. § 438(b), the Commiission authorized an audit of the
Committee’s :activify during the period from January 1, 2007, through December 31, 2008.
Audit issued an Interim Audit Repoit (“IAR”) on July 22,2011, and: a Draft Firial Audit Report
(“DFAR™) on March 13, 2012 to the Committee. The. Committee responded to the IAR and
DFAR by amending certain disclosure reports and submitirig formal responses. Sée AR Resp:
(Sept. 23, 2011); DFAR Resp. (Mar. 28, 2012). It did not request an Audit Hearifig. The
Commission approved the Proposed Final Audit Report on September 17, 2012; Audit referred

this matter to OGC on November 27, 2012; and OGC notified the Committee of thie Referral on

December 3, 2012. Sée Agenicy Procedure for Notice to Respondérits in Non-Complaint

Generated Matters,. 74 Fed. Reg. 38,617 (Aug. 4, 2009).
B. Excessive Coordinated Party Expenditures
Annette Taddeo was a candidate for the. U.S. House of Representatives from Florida

during the 2008 election cycle. The Committee aired two advertisements on behalf of Taddeo
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that constilute coordinated party expenditures: one-discussing her position on health.care, the

other discussing her opponent’s voting fecord. AR 12-11 at4-5 (Democratic Execiitive

* Committee of Flofida). The Committee paid. $82,40Q to run the two ads which included .

disclaimers stating: “Paid for by the Florida Democratic Party: and Taddeo for-Congress, |

Approved by Arinette Taddeo.” /d.

In addition:to any contribution from a committee to a candidate pe‘mii-sé'ibl‘e under
11 C.F.R. § 110.2, the Federal Election:Campaign Act of 1971, as amended, (the “Act”) provides

that a state committee of a political party may make ceordinated party expenditures in

connection with the general eleotion eampaign of. candidates for federel office in that state and

affiliated with that party. 2 U.8.C. § 441a(d); 11 C.E.R. § 109.32(b), (d). The amounts of such
coordinated party expenditures are limited by 2 U.S.C. § 441a(d)(3).. Any coordinated party
expenditure exceeding this limitation constitutes.an in-kind contribution, see 11 C.F.R.

§ 100.52(d)(1), and is therefore subject to the:contribution limitations of 2 U.S.C. § 441a(a).

The national and state: committees of a political party may. assigﬁ. their respective
authority to make coordinated party expenditures te another political party committee. 11 C.E.R.
§ 109.33(a). “Such an assignment must be made in writing, must state the amount of the
authority assi gned, and must:be received by the assignee committee before any. coordinated. party
c;:xbenditur,,e is made pursuaut to the agreement.” Id. (emphasis added). A political paity
cammittee must retain any such wriften assigmnen_t. for at Jeast three years. 11 CE.R.

§ 109.33(c). ‘
For-the 2008 election cycle, the coordinated: expénd-itupe limit for a congressional.

candidate running in Florida was $42,100. Price Index Increases for Expenditure Limitations, 73

3 In’past cases, the Commlsswn has rejected assignments of spending authority-afterthe fact. See Final
Audit Report, MUR, 5274 (Missauri Democratic State.Committee); Final Audit Report, MUR 5246 (California
Republican State: Committee).
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Fed. Reg: 8,696 (Feb. 14, 2008). The Cornmittee’s records reflect that it was also authorized by
the D'e;noc-.ratic Congressional Campaign Committee (“DCCC”) to spend-an additional $17,900
in connection with the Taddeo election. AR 1211 at §. Thus, the Cotiimitteé: was authotized to:
make $60,000 in total coordinated party expenditures on behalf of Taddeo.

The Committee stated its belief that, in addition to the $17,900 that the DCCC assigned,

DCCC héd réported spending only $1,754 on behalf of Taddeo: and the DCEC stated.that it
would not have withheld any requested transfer of a-u'thorﬁy: Id. Neither the Committee nor tile:
DCCC, howcvar, have any written records evidencing the transfer of additional expenditure:
authority beyond $17,900. Id. at 6. Thus, based on the records produced during the aiidit, the.
Committee’s coordinated party expenditure: limit in conn‘e.qt-ion; with. the Taddeo election totaled.
$60,000 ($42,100-+$17,900): /d. And on this basis, the Commission. approved a findisig that

the Committée exceeded its. coordinated party’ éxpenditure-limit'by $22,400 ($82,400 - $:’6’6,ﬂ'0.0);._..;
Id. at 6-7.

In response to:the fieferral, the Committee acknowledges that it catinot locate any tecords
evidencing the asserted additional expenditure authority from the'DCCC. Resp: af 1 (Jan: 15,
2013). The Committee notes, however, that the DCCC: dld not infend to use'its additional
authority and that the combined coordinated expenditure liniit of $84,200 was not.exceeded on
behalf of Taddeo. Id. Thus, the Committee argues that “no unfair advantage had been canferred.
upon [the Committee] or the Taddeo campaign,” and the ‘violation amounts to “a-paperwork.etrer.
only.” Id. at 2, |

intended to assign its additional expenditure authority to the Committee; the assignmeiit must
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have been made in writing and made before.any expenditure can be made pursuant to the

assighment. Becausé there was no such: writtéh authorization, as set forth in thie Referral, the
Committee excgeded its coordinated party expenditure limit by $22,400, We therefore
recommiend that the Commission find reason to believe: that the Committee: violated 2 U.S:C.
§ 441a(a) by making an excessive contribution of $22,400.*

C.  Failure to Itemize Coordinated Party Expenditures:

The Audit Division identified 62 coordinated party expenditures that were. riot itemized as
such on Schedule F. AR 12-11 at 7-8. These expenditures, totalinig $194,957, were made.on
behalf of six congressional candidates and include payments: for staff salaries, direct mail, cell
phones, and media advertisements. /d. During the audit, the Committee filed amended reports
“substaritially disclos[ing]” the expenditures in quéstioni on Schedule F. Id. at 7. The FAR thus
concludes that “DECF has corrected the public record with respect to these transactions,” Id._
Although the Committee corrected its disclosure reports, its: original reports did not fully disclose:
these transactions. Accordingly, the Commission approved a finding that the:Committee. did-not
itemize coordinated party expenditures of $194,957 on Schedule: F. Id at8.

In response to the Referral, the Committee ackhowledges that the expenses were not
disclosed on Schedule F but notes that they were disclosed on Schedule B. Resp. at2. The
Committee further notes that it promptly amended its reports in respons;e to the. IAR. /d.

Any political committee other thién an authorized commitiee must disclose all
dishursements categorized as coordinated party expenditures on its disclosure reports. 2U.S.C.

§ 434(b)(4). These reports must also include the name and address of each person who r.cée,ives

¢ The.Act also limits the contributions thiat a.state party comimittee may rhake:to a candidate committee to

$5,000. per election. 2 U.S.C.. § 44la(a)(2) In dddition to the:coordinated party- expendltures on behalf of Taddeo;
th¢ Committee alse made: the maximum $5,000:contribution to the Taddeo. .campaign committee on,October 13,
2008. Accordingly, the entire amsunt of the excessive cootdindted panty sxpenditure coristituies an excessive
centnbutlon
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any expenditure from the committee during the reporting period in connection with aoordinated

party expenditure, together with the date, amount, and purpose of any such expenditure, as well -
as:the name of, and office sought by, the candidste 6n whose behalf the expendituré:is made.
2 U.S.C. § 434(b)(6).

As set forth in the Referral, the Committee fé.'i-léd to itemize $194,957 in coordinated.
party expenditures on Schedule F. We: therefore recommend. that thie Commission find reason fo
believe that the Committee viblated 2 U.S.C. § 434(b) by failing te:itémizé these disbursements..

D. Disclosure of Disbursements |

Audit identified disbursement entries totaling $9,554,713 that included inadequate or
incorrect discieis,ure information. AR 12-11 at:8. The majority of these errors consisted: of
disbursemient entries listing inadequate or incorrect descriptions; of purpose.. Id. at9. For
example, three mail pieces that described Senator McCain's position on an issue but:did not
discuss absentee ballqts or early voting were disclosed as “Absenteé¢/Edily Vote Mail” of “Direct
Mail/Early Vote.” Id. Payments made for mail pieces that described the positions of then-
Senator Obama or Senator McCain were disclosed as “Literature, Generie Mail, or Direct Mail.”
Id

The Committee filed amended reports-that “muterially corrected” these disclosure errors
in response. to the IAR. /d.at 10. Although the Comniittee ar'ncnd'e.d, the reports, the original
teports containéd incorrect and ina'dequat-e disclosure informatiéi. Accordingly, the
Commission approved a finding that the Committee did not properly disclose disbursements
totaling $9,554,713. Id.

| In response to the Referral, the Committee argues that the information “require[d]-and

request[ed]” by the Audit Divisio is not specifically rcqulred by Commission, regulations and
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therefare these errors “do not rise to any violation of Commission statues: [sie] or regulations.™
Resp. at 2. Instead, the Committee argues, “the general purpose: of these expenditures: cgm_plied
with the minimal requirements of 11 C.F.R. § 104.3(b)(3)(i)(B).” Hd. The Committee fu;.n_-ther-
notes that, in any event, it promptly amended its reports at Audit’s request. /d.

The Act requires political committees to report the name and address of each person.to
whom an expenditure.is made for a.candidate or'¢ommittee opetating expense in excess of $200
per calendar year, together with the date, amount, 4nd purpose 6f'the :Opctzating_._expend‘i-ture,._”

2 U.S.C. § 434(b)(5)(A); 11 C.F.R. § 104.3(b)(3)(i). Commission regulations define purpose as
a “brief statement or description of why the disbursement was made.” 11 C.F.R.

§ 104.3(b)(3)(i). The Commission has also published.a rion-comprehensive, exémplary list of
inadequate purposes, one of which is “Literature,” Statement of Policy: “Purpose of
Disbursement” Entries for Filings with the Commission, 72 Fed, Reg. 887, 888 (Jan. 9; 2007)
(“Statement of Policy™).

Contrary to the Committee's assertion, the Act;states that political committees must
disclose the purpose of itemized disbursements, and the Commission’s regulations:delingate
between adequate and inadeqﬁate descriptions. Thé¢ Commission.provided further examples: in
its Statement of Policy. As set.forth in the Referral, the Committee listed inadequate disclosure
information, intluding both incorrect and ihadeqaite purposes, for disbursements totaling
$9,554,713. We therefore récommend that thie Comiuission find reason ta believe that the.

Compmiftee violated 2 U.S.C, § 434(b) by failing to adequately disclose these disbursements.’

s While OGC has, in past matters, recommended that ttie Commission dlsmtss low-amount réporting

violations resulting from the disclosure of an inadequate purpose, .
this matter differs significantly in both the scope and-the severity of the violation.. Namely, the violation.at hand
includes. the disclosure of both incorrect and inadequate purposes on foié than.$9 million: in disburséments.
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E. Receipt of Excessive Contribution

On Sepfember 24, 2008, the Committee received a $50,000 ¢ontribution from Gerald T.
Vento. AR 12-1T at [1. The Committee deposited $30,000 of this amount into its non-federal
account and $20,000 into its.federal account. Jd: On April 22, 2009 — 210 days laier — the
Committee refunded $10,000 to Vento. Jd.

In response to the Referral, the Committee acknowledges. thiat it deposited $2'0,;-00'6 of the
Vento contribution into its federal account. Resp, at2, The Committee, asserts, however, that
“[a]t the time of the deposit, it is beiieved that the Committce intended to attribute $10,000 of the
federal portion of the contributicn to Mt. Vento’s spouse:™ Id. ‘The Committee f?)gp.lai'lns that the
reattribution did not occur and acknowledges that; its: $1.0,000 refund to Vento: was untimely., /d.
The Committee notes, however, that it hiad sufficient funds to refund the ce‘ntrihut?ién at all times
before the. re-ﬁmd. Id. at 3. | |

The Act prohibits a state party committee from knewingly accepting contiibutions from

.any ene contributor that aggregate miore than $10,000 per calendar year. 2 U:S.C. §441a(a)(1)

and (f); 11 C.F.R. § 110.1(c)(5). Contributions that exceed this limit either-on: their-face.or when
aggregated with other-contributions from the sare contributor may be: either:deposited.into. a
campaign depository. or returned to the contributor. 11 C.F.R. § 103.3(b)(3).. [fithe:eonfributiom
is deposited, the treaaurer may request redesignatian or reattribution of the contribution by the
contributor; however, if a redesignationr or reattribution is not obtained, the treasurer must:refund
the contribution to the contributor. within 60 days of its receipt. /d.

As set forth.in the Referral, the Committee deposited a $20,000 contribution into-its
federal account and failed to redesignate, reattribute, or refund the excessive portion of the

contribution ($10,000) within 60 days éf its receipt. Accordingly, we recommend that the
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Commission find reason to believe that the Committee violated 2 U.S.C. § 441a(f) by accepting
an excessive contribution,

Th‘is issue was not included in the FAR. It was instead referred to the Alternative
Dispute Resolution Office (“ADRO”) on May 26, 2010, in accordatice with'the 2008 Materiafity
Thresliolds for Unauthorized Committees.’ See Memorandum fromi Patricia Carmona, Chief
Compliance Officer, to Lynn Fraser, Director, ADRQ (May 26, 2010). The Committee initially
accepted ADR but later requested that the matier be held pendirig final disposition of the audit
for the same ¢election sycle. See E-miail [rom Krista Roche, Ass’t Director, ADRO; to Joseph
Stoltz, Ass t. Staff Director, Audit (July 13, 2010, 10:24 am); E-manl from Krista Roche to Neil
Reiff, Committee Counsel (July 13, 2010, 2:28 pm). Accerdingly, the ADRO matter —

ADR 543 — was deactivated on-J-ﬁ'l'y 13, 2010, and :helc'i’ in.abeyarice pending the issuance of the
FAR and any resulting referrals. See id. Afier the FAR, was-approved by the Corniiission on

September 17, 2012, Audit included the issue in its Referral fo OGC.” Consequently, ADROQ

trensferred its mattér to OGC and closéd ADR 543 on February 21, 2013. SeeMémorandum

from Lynn Fraser, Director, ADRO to Greg Baker, Deputy Gen. Counsel, OGC (Feb. 21, 2013).

The Committee objects to- Audit’s referral of the alleged violation here because it was not

6

Approved by the Commission on April 16, 2009, this:policy establishes-a “single event threshold” and
instructs. Audit staff to refer certain violations:to either- ADRO r OGC:*“if the threshold for inclusion in:the audit
report is not met.” 2008 Materla[lty “Threstiolds for Unanithorized: Conimitiees at 10, 11 (emphasns in‘original). -

? It is Audit's practice to refer issues to OGC that would otherwise be réferred to ADRO if at least one other

issue from the audit is beinig referred to OGC, Seg; e.g. AR 07-08 at 1 (Craig Romero for Congress, Inc.) (“Receipt
of Prohibited Contributions meets thie criteria for referral to ADR, However, Audit Division: policy dictates if one

‘matter is referréd to {OGC], other matters shall:also be:referred to [OGC].") -See also Materiality Thresholds for
Title 2 Authorized Committee; Audits (approved by the‘Commiission June 29, 2007) (“Generally, if any-other finding,

from the audit meets'the; ¢riteria for referral to:0GC; none of'fhe findings will be referred to ADR™).
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Commission’s thresholds for inclusion in the FAR and argues that thé Commission “cannot bait
and switch issues that are not found to be material in the Audit context and then, after the fact,
decide that it is subject to civil enforcement.and penalty.” /d. The Committee asserts that only |
issues raised in the FAR should be included in.an Audit réfgrml, 10 “provide the:regulated
community . , . with notice:as'to those issues that are.subject to subsequetit enforcement in
connection with a particular audit.” Jd

We find the Committee’s objection unpersuasive. First, contrary tothe Committee’s
reasoning, pursuant to the Materiality Threshiolds for Uneuthorized Comrmitiees, Audit is
empowered to refer to OGC and ADRO alleged viofatians that da not meet the: thresholds for
inclusion in an interim audit report. See supra-note:6. Here, Audit found the-alleged violation to.
ﬁwet its “single event threshold.” Audit staff therefore applied appropriate thresholds and.
determined the alleged violation to be material.

| Second, the Committee received.notice of the alleged vielation three times. On

November 30, 2009, Audit raised the alleged excessive contribution with the Committee during
the exit conference. See AR 12-11 at 11. The.Cormmittee subséquently filed:an Exit Conference
Response addressing the: excessive Vento contribution, See Exit Conference Response. (Dec. 14,
2009); see also 2008 Materiality Thresholds for Unauthorized Committees at 12 (“The
committee will have the 10-day p:osi. exit conferénce resporise. period. to: demonstrate that the
contribution was not.excessive.”). On June 3, 2010, the Committee received aninvitation to
submit ta ADR. Letter from Krista Roche, Ass’t:Director, ADRO, to Rudy Parker; Committee
Treasurer (June 3, 2010). On December 3, 2012, the Cominittee. received notification of the
Referral to OGC. Letter from Jeff Jordan, Att’y, FEC, to Alma Gonzalez, Committee Treasurer

(Dec. 3, 2012). Moreover, following the invitation to participate in. ADR, thie Committee



13044334880

P
(=)

u

12

AR ]2-11 (Democratic Executive Committee: of Florida)

First General Counsel’s Repert

Page 11 of 14
requested that the issue be held in abeyance pending final detérmination of the remaining issues:
resulting from. the audit. See E-mail. from Krista Roche fo Neil Reiff (July 3, 2010, 2:28 pm),

Accordingly, this issue should be considered in conjiinction with the findings referred to OGC.

from the FAR.
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IV. RECOMMENDATIONS

1.
2.

Open a MUR.

Find reason to believe that the Democratic Executive Committee of Florida and
Judy Mount iir her official capacity as treasurer violated. 2US.C. § 441a(a) by
miaking an excessive contribution,.

Find reason to believe that the Demoeratic Exectiive Commitiee of Flosida and
Judy Mount in her official capagcity as treasurer violated 2. U.S:C. § 434(b) by
-_failing to iterhize coofdinated pa'rty'-.exgetiditure's..

J udy Mount in her official capaclty as treasurer v1olated 2 U S. C § 434(b) by
failing to adequately disclose disbursements.

Find reason to believe that the Demoecratic Executive Committee of Florida.and
Judy Mount in her ofﬁcial capacity as treastirer violated 2 U.S.C. § 441a(f) by

Approve the attached Factual & Legal Analysis,

Enter into conciliation prior to a finding of probable cause to believe.
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9. Approve the appropriate letter:

Attachments:
1. Audit Referral

Anthony Herman

-G"njg'erﬁ!ﬁ(;ouhsel

Daniel A, Petalas

Associate General Counsel

Assistant:General Counsel

MarkD: Shonkwiler

Margaret Ritzeit Howell

Attorney:
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| Finding 1. Excessive Coordinated Party Expenditures |

Summary

During. fieldwork; the Audit staff'calculated: that DECF appears to haveé exceedéd the:
2008 caordinated; ‘party experiditures limit on Behalf of 'a House: candidate. (§60,000) by
$35,108. Our review identified two media ads ($82,400). drid twio. direct riail pieces:
($12,708) that appeared: to represent eoordinated party-expenditures.

In responsé to the Interim Audit Report récommendation, DECF ptovided statements and
documents to-support its: conteritiof that:the. expendltures should not be considered
excessive coordinated party expenditures, DECF submltted documentation; for the direct
mail pleces to- support its claim thaf sufficient voliinteér ocenrred, and thiat the:
expenses qualified for the volunteer: materxals W coordinated party
expenditures. I lnuht of the laak of clarity ingecentandn arding:the amount of

volunteer idvolvemeit rieeded to. qualify for the volunteer titteifals exemption; the Audit

staff did not count the expuonseés toward the coordinated party:expenditure limit.
Regarding the two.rmedia ads' ($82,400), however, DECF did not.demonstraté. that it was
granted additional spending authority beyond $60,000. As a result, DECF exceeded its
coordinated party expenditures limitation by $22,400 ($82,400 - $60,000).

The Commission approved a finding, that. DECE exceeded its coordinated perty
expenditure:limitation by $22,400. :In:reachin liision; the Commission goted

that, based on the reports filed by th ‘Candidate Committee
(DCCC), thie combiimsd coordinated expendl i 00: was not excesded-on
behalf of the House-candidate.

Legal Standard

A. Coordinated Party Expenditures National party commitiees and.staté paty
committees are permitted to: purchase goods and services on behalf of candidates: in the
general election—over and above the:contributions that. are. subject to contribution limits.
Such purchises are termed ‘‘coordinated party-expenditures.”™ They aré subject.to-the
following rules:

o Tho amuount spent on “coordinated party expenditures* islimited by statutdry
fermuhis titst ate taced on the Cost.of Living Adjustmant (COLAY) dnd the: votizig-
age pepulation.

» Party committees are permitted to cootdmate the spending with the candidate
committees.

e The partiéc may make these expenditures.only in connection with the general
election.

e The party committees—not the candidates—are responsible for reporting these
expenditures.

. lf the  paity commlttec exceeds the lmuts ony coordmated patty exPendltures the

limits, 2 U.S.C. §441a(d) and 11 CFR §§109 30 and 109.32.
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B. Assignment of Coordinated Party Expenditure Limit; A political party may:
assign its authority to:make coordinated party expenditures to-another polmcal party
comimittee. Such an assjgnment miust be:made in writing; gtate. the amount of the:
authority-assigried, and be received by the assignee before any coordinated party:
expenditure is, matte pnrsunnt to the asstgnment. Tha palitical pafty committee that is
assigned authority to maka coordinated party expendltures must maintain the.written.
assignment for at least three years. 11 CFR §8104.14 and 109.33(z).anid.(¢).

C. Volunteer Activity, The payment by 4 state commitice of a pelitical party-of the costs
of campéign materials (such-as pins, bumper stickers, handbills, brochures, posters, party:
tabloids:or-newsletters, end yard signs) used.by such committee in conneetion,with.
volunteer activities on behalf of any nominee(s) 6f such party‘is not-a contribution,

provided that the foHowirig conditietis are mét:’

1. Such paymen is not.for coat incurred in cormection with any broadcasting,

newspaper, magazine, bill board, direct mail, or similar type of general: public

communication or polltlcal advertising. The torm.direct mail means any ma;lmg(s) bya
commercial vendor ar any mailing(s) made from commercial lists,

2. The pottion of the cost of such matérials allocable to Federal candidates must be paid
from contributions subject to the limitations: and prohibitiotis of the: Act.

3. Such payment is not made.from. contributions designated: by. the donor to' be spent on.

. behalf-of a particular candidate for federal-office.

4, Such maeterials are distributed by voluntecrs.and not by: commcncial ar.for-profit
operations,

5. If matle by a political commnitiee such: payments shall bie reported by the political
committee as e disbursement in dccordance with 11 CFR §104.3 but need.not be
allogated’to: speclt‘ic ciindidatesiin committee reports.

6, The: exemption issnot applicable to:campaign materials purchased by the national party
comipiittees. 11 CFR§100.87 (a);(b), (c); (d), (¢) and (g) and ll CFR $100.147 (a), (6);
(c),.(d), (e) and (g).

Facts and Analysis

A, Tacts

The coordinited expenditure. limit for the 2008 election cycle:for a 1J.S. Housé.of
Representatives candidate in the state of Florida was $42,100, DECF provided
documentation from the DCCC showing that-it.authiorized DECF to spenid $17,900 of its
limit on behalf of Annette Taddeo, a candidate for the U.S, House of Reprcsentatwes
Therefore, DECF's coprdinated spending limit for- thls candidate was $60,000,

The Audit staff identified four disbursemients, totaling: $95 108, on behalf of Annette
Taddeo. Two disbursements ($82,400). wete for-media ads. ‘The remaining two:
disbursemenits ($12,708) were for direct miil pieces.. DECF disclosed. the cost of ‘ong al
and both niajl pieces us-federal slection activity on Line 30b.of ifs disclestire reports.
The cost of the remaining ad was disclosed as an operating expenditure on Line 21b;
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One of the two ads discussed the candidate’s position on health care, The othier ad
discussed the opponerit’s voting record on health care and taxes, The disclairmer foreach
ad stated, “Paid for by the Florida Demoerauc Party and Taddeo. for Congress, Approved
by Annette Tad

Regarding the:direct mail pieces, 4 vendor located in Virgiriia procéssed and mailed: the
two direct:mail pieces; (one in. Enghsh the othee in Spanish). The file for this vendor
ificluded an email communication ftom a vendor representative to:a. repzesentatlve of
DECF requestmg approval of the direct mail piece. The vendor:also: copied the: Taddeo
campaign on thie email..

B. Interim Audit Report & Audit Division Recommendation
At the-exit conference, the Audit staff provided DECF representatives with a:schedule of
the apparént excessive coordinated expenditures. In; respongse, | DECF statcd its behef that
it was authorized to. spend-an additianal $22,400. beaguse the: DC ' C ad 1 .

ing only $1,754 in cootdinated campaign e 3¢k
‘also -statgd that: the campined tot

this. and that the rerhammg authenty would have been transfevred to DECE, DE _,-:ari‘fljsq-
stated that the Taddeo-mail pieces represented exempt activity.

The Intérim Audit Report recornitended that DECF-démonstrate that it:did not exceed its
coordinated spénding limit by providing evidence: that:
o It received additional spending authority from the DCCC prior to spending ifr
excéss of its $60,000 limitation;-ad.
o There was volunteer involyement with respect to the direct mail pieces,

Absent such evidence; the Interiti Auidit Repoit récoirihended that DECF obtain a reﬂmd
of :$35;108 ($95,108 - $60,000) from Taddeo for Congress and provide evidence-of the .
refund réceived.

‘C: Coniimittee Response to Interim Audit Report

In response to.the Intefitn Audit Report, DECF stated that the audit report correctly states
that DECF-réported coordinated. expenditures of $95,108 on behalf of Annette. Taddeo:?
DECF acknowledged that DECF paid for two media. ads, totaling $82,400, on behalf of
the carididate and that prior to making these éxpenditures; the DCCC assigried $17,900 of
its. coordinated expenditure limit to DECF. DECF also subsmitted a letter; dated,
September-22, 2011, from the DCCC to explain tlie'coordinated: cxpendxture authonty
The letter stated, “ft]he: DECC's current records show a transfer (of) $17,900 in
coordinated expenditure authority in connection with this election.to thie Florida
Democratic Party on October 29, 2008, ‘While we ¢an locate no fuithes records of othet
transfers of’ authonty to your commiittee in-corinection Wwith this-election; we did support

¥ DBCP hnd 8 coordmated expendjtm'e spending limit of $42,100 and the National Party Commiftee also
had a coordinated expenditiire spending limit of $42,100;
3 Dlselosure reports subject to this audit did: not disclose any, coordinated expendirares for. Annelte Taddeb:

(See Finding 2.)
A'ITACHMNT 1
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Ms. Taddeo’s carididacy —both before and after the date of the above iransfer ~.and wé,

knaw of no reason why any réquested or nceded transfer of authority would have been
withheld at the time,"™

Regarding the two mail pieces, DECF stated that the. mail picces were actually prepared
with substaiitial volanteer partivipation and, therefore; viét the-volunteer miatedials
exemjtion aml should nnt be considered coordinated party éxpenditutes. DECF also

provided a. copy of a photo that jt believed demonsirated volunteer participation. Ini light

of the lack-of clarity in.fecent audits regarding the:amount.of velunteer involvement
needed to qualify. for the volunteer materils exemption; the Audit staff did riot:count the
expenses toward the coordinated party expenditure limit.

In response to the Interim Audit Report, neither DECF nor the DCCC could focate a
record authorizing additional spending authority. Asnoted.in:the: legal standards above,
11 CFR §109.33(a) requiras that an assignment.mmst be.made in writing, stete the amournt
of the. authority assigned, shd be faceivad by thie assignee befare sry coordinated party
expenditure is. made. pursusnt to'the assignmont, .In. sumlar cases, the Comiiiission: hins.
rejected assignments of épending authority sfter the- fact.¥ Absent evidence of additional
spending authority from the DCCC, DECF's coordinated spending. limit was $60,000
and DECF exceeded its coordinated expendxture limitation by $22,400 ($82,400 [media .
ad expenditures] - $60,000 [DECF's coordinated spending, limit}).

D. Draft Final Audit Report

In lhe Dtaft Fmal Audlt Report the Aud:t smff noted that DECF had not. demonstrated in
the Audlt stat'f comJudcd l:hat DECF exoee(ied ito coovdmatcd party expendlture
limitation by:$22,400 ($82,400 - $60,000).. '

E. Committee Response to the Draft Final Audit Report

DECF contended that the Final Auidit Repott should riote that the combined coordinated
eipenditure limit of $84,200 was not exceeded for Anitiette Taddes, DECF further-added
that “although there may have been a paperwork error with respect to the.transfer of this
unused authority, the authority held by the DCCC was in fact, unused. “Therefore, as a
practical matter, the combined 441a(d), in total, had not been exceeded and thus, no
unfair advantage hac been canferred. upon the DECF or the Taddép campaign,™

Commiasian Canclusion .

On June 7, 2012, the Commission considered the Audit Divisiort Recommendation:
Memorandum in which the. Audit staff recommended the Commission find: that DECF
exceeded its coordinated party expenditure limitation by $22,400.

The Commission approved the Audit staff's recommendation. In reaching its conclusion,
the Comunission noted that, based on the reports filed by the Dernocratic Congressmnal

3 Pmal Audlt Report on Missourl Democrutxc State:Comumittee, MUR 5274. Final Audit:Report-on the
California Republican Statn Committee, MUR: 5246.

ATTACHMENT—
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Candidate Committee, the combined coordinated expetiditure lirait'of $84,200 was riot.
exceeded on behalf of the House candidate,

 Finding 2. Failure to Itemize Coordinated Party

Expenditures

-Subpart D (2U.8.C: § .
expendittire. ds well a3:the. nme of;
. the expenditure is made, 11 CFR §104.3: (b)(l)(vxix)

Summary
During fieldwork, the Audit staff identified 64 expenditures, totaling $207,665, which

DECF did not itemize on Schedule F (liemized Coordinated Pairty Expenditures). DECF

made the expenditures on behalf of six congrcssxonal candidates: Subsequent.to-the start
of audit fieldwork, DECF filed amended reports that. substantially:disclosed the
expenditires in question as coordinated party expenditires on Schedule F:

In response to the Interim Audit. Report recommendation, DECF made no.additional

comments on this matter. DECF has corrected the-public record with respect to these

transactions,

The Conimission approved.a finding: thit DECF: falled to itemize coordindted party
expenditures: of $194,957.

Legal Standard
Reporting Coordinated Party Expenditures Each pohtlcal committee: shall report the
full-name:of each person:who: Teceives any 8Xpenditure; From the:reporting ¢

duiing the repoiting g pe - { u

sndigffice sought’by the ¢ candidate on Whose behalf

Facts and Analysis

A, Facts o
The Audit staff identified 64 expenditures, totaling: $207;6¢
on Schedule F as-coordinated party’ expendnures Theexp
of six.congressional.candidates and included. paymeéiits-for
phanes and media ads.. Subsequerit to the start'of dudit-fieldwork, D,
reports that sobstantially disclosed the expenditures in. questwn as coordmated party
expenditares on Schedule F.

B. Interim Audit Report.& Audit Division Recommendation

This matter was:presented.at the exit conference.. In response, DECF stated that:it beliéves.
two of the disbursements, totaling $12,708, were volunteer- mailings (Taddeo:mail pieces
discussed in Finding 1) and thus would not tieed tobe reported on.Schedule F: The Interim
Audit Report.recommended that DECF provide #ny additional information ot.comments it
considered relevant to. this mattor.

ATTACHMENT .
Page ._'7_ of ’ '
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C. Committee Response to Interim Audit Report

In response, DECF did not have any additional: commenits on this-matter. As explained in
Finding 1, there is a lack of clarity regarding thie amount of volufitéér involvement
needed to quahfy for tho volunteer matarials exemption. As a result,  expenses for two
direet msil pieces totaling $12,708 were not classified as coordinated: party expénditures.
Therefore, the amounit af expeniditures: not previously itemizett on Schedule F (5 $194;957
($207,665 - $12,708). DECF has correctéd the public record with rospect fo thase
transactions.

D. Draft Final Audit Report

In the Draft Final Audit Report, the Audit staff acknowledged that DECF has ‘corrected
the publi¢ record with respect to the transactions identified. DECF's response to the
Draft Final Audit Report did not addzéss this niatter.

" Commaissien Conclusion o
On June 7, 2012, the Commission considered the. Audit Division.Recommendation.
Memorandum in which the Audit staff recommended the Commission find that DECF
did not-itemize coordinated party éxpenditures of $194,957 on Schediile F.
The Commission approved the Audit staff’s recommendatiori.

]mnd;gg. 5. Disclosure of Disbursements 1

Su

Durmg audn fieldwork, the Audit staff caloulated;that: dlsb
$9,554,713, eontained madequate or incorrect:
Interim Audit Report recommendation, DECF fileéd dimen
corrected thie disclosure errots.

stries, totaling
yresponse to the:
ithidt magerially

The Commission approved a finding that DETF did not-properly disclose 'dxsbursemcnts
of $9,554,713.

Legeal Standard
A. Reporting. O’permﬁng Expenditures. When operating expenditares to-the samie
person exceed $200 in.a calendar year; the committee must réport:the:

*  amount;

e _date when the expenditures were.made;

* name and address of tie payee; and

« purpose (a brief descriptien ef why the diaburseriént was made~-see.below).

2U.S.C. §434(b)(5)(A) and 11 CFR §104.3(b)(3)(1).

B. Examples of Purpose. Adequate Descriptions...
of “purpose” include the following:: dinner expensé ,
fees, phone baiks, travel oxpenscs, travel expenset ex Hent;:
repayment. or contnbuuon refund. 11 CFR §104. 3(b)(, )(1)(B)

Examples;of adequate descriptions:
‘§alay;.polling, travel, party
atering coals, 16at
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Inadequate Descriptions. The: followmg descriptions.do fiot. meet the: requitemiént for
reporting *‘purpose”; advance; clection-day expenses, other expenses, expense
reimbursement,. mxscellaneous,. outside services, get-out-the-vote, ard voter rcg;sttanon
11 €FR §104. 3(b)(3)(1)(B) and Commisyion; Policy.Statement at
www.fec.gov/law/pelicy/purposeofdisbursememt/inadequate_porpose._list. 3507.

Facts and Analysis

A. Facts

The reported purpose of the disbursement, when considered with the, identity-of the
disbursemérit recipient; must.clearly specxfy why thee disbursement was made. The Audit
staff reviewed disbursements itemized by DECF for proper disclosure.on both a-sample
and 100 percent basis. These reviews resulted: i errors: totaling: $9 554,713; This amount
comprises projected errors: wtalmg $1,708,395 fror the:sample: xcvxew and $7,846,318 in
ecrors from the separate review eonducted-on'a 100 peroent basis.* The disclosure errors
identified.in eachreview were similar.

Fram the 100 percent review, mare: thar: $7,300,000 of the disclosuie errors: was for.
campalgn matetials that, for thé-most part; (1) described theri-Senatot Obama’s posluon
on issues, (2) compared thén-Senator Obama and Senator McCain's position on. issues or
(3) were for getvout-the-vote teleplione calls.authorized by Obama for America. The:
majority-of errors in the review were for madequate or incorrect, purposes: -disclosed..

Examples of incorrect pusposes included the following
« Three nail picaes that deseribed! Senator McCain's positxen on an issue were
disclosed as eithier “Absentee/Barly Vote'Mail” or. “Direct Mail/Early Vete." The
mail pieces did not discuss-obtaining an absentee baliot or voting edrly.
¢ A mail piece that stated vote Obame and provided polling location, voting and
ride information was disclosed as “Generic Literature."

Examples of inadequate purposes included the following;

e Payments for automated phone banks by or on behalf of then-Senator Obama that:
asked for your vote or provided information on pollmg lo»atwns were: disclosed
as “Telephone. Calls" or “Generic Telephone. Calls:"

e Paymients for mail pleces that doscribed then-Senator €bama’s. position on igsues,
Senator Mi:Cpint’s position g issues.or thc posmons af both.nandidatos were
disclosed es Literature, Generic Mail, or Direct Mail,

B. Interim Audit Report & Audit Division Recominendation

The Audit staff-discussed this-matter at the exit confetence. In response, DECF
representatives stated they would reviéw this issue.. The Intefim Audit.Report
recommended that DECF amend its-reports to correct the disclosure errors.

¢ The etror amount was projecteu usmg a Monetary' Unit Sample wlth & 95 percent confidencs: level plis
the resubs of & 100 perocnt review:of itéms not In the sarsglc population. Thie stmple éstimate could be
as low as $1,350,377 or-as-high s $2,066,443.,

‘ATTACHMENT-.. 1
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C: Committee Response to Interim Audit Report
In response, DECF filed amended reports that materially corrected the inadequate. and/or
iricorrect disclosue information.

D. Draft Final Audit:Report
In the Draft Finnl Audit Report, the Audit staff acknowledged that DECF had amended
its reports to materially correct:the inadequate and/or incorrect disclosure information,

DECF's response to-the Draft Fina] Audit Report did not address this mattér.

Commlssion Conclusion

On Juné 7, 2012, the. Corniiission considéred. the: Audlt Division Recommendation
Memorandum in which the: ‘Audit staff recommiended the Commission: find that:DECF
did not properly disclose disbursements totaling $9,554,713.

The Commission approved the Audit staff’s recommendation.

ATTACRMENT.e
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‘was deposited ducctl"y into-its non-federal account,
$10,000 to he coptributor, The rafund was nef.tim

Receipt of Contribution that Exceeds the Limit

Legal Standard

A. Party Committe¢ Limits. A party committee may not receive more.than a total.of
$10,000 per year from eny ono contribuior, 2 U.S.C, §441a(a)(1)(D) and (f); I't CFR
§110.1(c)(S)

B. Handling Contributions That Appear Excessive. If a committee receives a
contribution: that appears to be excessive, the commiittee must.-either:
* Return the questionable chetk to the dorior; or
¢ Deposit the check into its federal accourit and:
o Keep enough money in flie account to ¢over all potential refunds;
0 Keep a written record explaining why the contribution may be illegal;
o Include:this explanation en:Schedule A. if the. cantribution has to-be
iternized bofore its legelity is estublished;
o Seek o reéattribution of the excessive:portion, following the mstiuctiotis
provided in. Commissicn regulatwns and,
o If the committee does.riot recejve a proper reattribution within 60 deys
after receiving the excessive contribution, refund the excessive: portion to
the donor. 11 CFR §§103.3(b)(3), (4) and (5) and 110;1(k)(3)(ii)(B).

Facts and Analysis

DECF received a $50,000 contribution from Gerald T.-Vento oni Septetmber 24, 2008. Of
this amount, §20,000. was deposited dircctly into DECF's federal account and $30,000

{ )0 DECF refunded

contribution was deposited. Itshould be notcd that DECK itia i

. sufficient funds to'make the necessary refund.

The matter was.discussed at the exit conferenice. In response; DECE staied'itireceived o
$20,000 contribution from the contributor, The deposit was-Struétured:so: that' § )
was to. be deposited into the DECF's fedetal account and $10,000:into: its nion-federal
account. DECF further stated that the déposit-was recorded.as such in the: accounting
software and reported. However, the entire amount was inadvertently deposlted into the
federal account. Upordiscovering thie dmcpepmmy. DECF refnnded $10,000to the
contributor.

DECF appears to have: mlsrepresented this transaction. Thé Audit staff-hus a copy of the
contributor's clieck ($50,000). and copies of deposit tickets for both the federal arid fion-

* federal accourits. Further, DECF’s electronic files and disclosure reports both indicate

that the contributor. made a $20,000 coritribution, The: Audit staff steands by its
representation. of the facts.
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